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The  Honorable  John  Conyers,  Jr. 

Chairman,  Legislation  and  National 
Security  Subcommittee 
Committee  on  Government  Operations 
House  of  Representatives 

Dear  Mr.  Chairman: 

This  report  discusses  deficiencies  in  contracting  and  contract  administration  at  the 
Departments  of  Education,  Energy,  Health  and  Human  Services,  and  Housing  and  Urban 
Development.  The  report  responds  to  the  former  Chairman’s  request  that  we  analyze  the 
administration  of  large  contracts  at  civilian  agencies. 

As  arranged  with  your  office,  unless  you  publicly  announce  the  contents  of  the  report 
earlier,  we  plan  no  further  distribution  until  30  days  from  the  date  of  the  report.  At  that 
time,  we  will  send  copies  to  the  Secretaries  of  Education,  Energy,  Health  and  Human 
Services,  and  Housing  and  Urban  Development;  the  Administrator,  Office  of  Federal 
Procurement  Policy;  the  Director,  Office  of  Management  and  Budget;  congressional 
committees  having  an  interest  in  the  subject;  and  other  interested  parties. 

The  major  contributors  to  this  report  are  listed  in  appendix  II.  Please  contact  me  at  275-8676 
if  you  or  your  staff  have  any  questions  concerning  the  report. 

Sincerely  yours, 

L.  Nye  Stevens 

Director,  Government  Business 
Operations  Issues 


Pff-TPitV  rp-’j  STATEMW7X 

A;vrove»f  fjr  pnK'*e  »; 


Executive  Summary 

\ 


Purpose 


Background 


'J  Noting  that  gao’s  past  reports  had  identified  weaknesses  in  contract 
administration  at  civilian  agencies,  the  former  Chairman  of  the  House 
Government  Operations  Legislation  and  National  Security  Subcommittee 
asked  gao  to  assess  how  well  large  dollar  value  contracts  are  adminis¬ 
tered  at  civilian  agencies.  Specifically,  he  wanted  gao  to  determine  if 
items  were  delivered  at  the  time  and  cost  agreed  to  in  the  original  con¬ 
tract  and  to  identify  possible  deficiencies  in  the  administration  of  large 
contracts. 'a 


gao  examined  87  contracts  worth  a  total  of  about  $1.4  billion  at  the 
Departments  of  Education,  Energy,  Health  and  Human  Services,  and 
Housing  and  Urban  Development.  While  the  review  concentrated  on  con¬ 
tract  administration  problems  and  causes,  the  report  also  discusses  con¬ 
tractor  problems  revealed  during  the  review.  A 

UA  x  ' 


Contract  administration  at  civilian  agencies  is  a  combined  effort  of  pro¬ 
gram  and  contracting  offices.  While  contracting  officers  award  the  con¬ 
tracts  and  are  responsible  for  their  administration,  including  any 
changes,  the  actual  monitoring  of  contractor  performance  is  normally 
done  by  individuals  in  program  offices. 


The  Office  of  Federal  Procurement  Policy,  located  within  the  Office  of 
Management  and  Budget,  was  created  to  simplify  and  bring  consistency 
to  federal  procurement.  The  Office  of  Federal  Procurement  Policy  is 
charged  with  providing  overall  procurement  policy  direction  and  leader¬ 
ship  in  developing  executive  branch  procurement  systems. 


Results  in  Brief 


In  59  of  the  87  contracts  (68  percent),  gao  identified  deficiencies  that 
contributed  to  cost  increases  and  delays,  gao  found  that  the  deficiencies 
resulted  in  (1)  increases  in  contract  costs  ranging  from  several  hundred 
dollars  to  over  $  1  million,  (2)  increases  in  contract  time  ranging  from 
several  days  to  2  years,  and  (3)  failure  to  complete  a  contract  task  or  the 
entire  contract.  Although  gao  was  unable  to  quantify  the  effect  of  each 
deficiency  due  to  a  lack  of  documentation,  it  noted  that  delays  of  goods 
and  services  hindered  the  departments  in  accomplishing  their  missions. 
gao  found  that  the  agencies  (1)  awarded  contracts  before  they  were 
ready  to  have  the  contractor  start  work,  (2)  failed  to  prepare  clear  work 
statements  and  contract  clauses,  (3)  hindered  contractors  during  con¬ 
tract  performance,  (4)  allowed  program  officers  to  exceed  their  contract 
authority,  and  (5)  improperly  modified  contracts. 
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Prior  gao  reports  have  identified  similar  deficiencies  that  also  have  been 
the  subject  of  decisions  by  the  federal  boards  of  contract  appeals  against 
the  government.  The  deficiencies  generally  resulted  from  a  failure  by 
staff  to  properly  carry  out  their  responsibilities.  While  additional  rules 
and  regulations  are  not  required,  gao  believes  that  more  emphasis  is 
needed  to  help  prevent  these  deficiencies  from  recurring. 

gao  believes  that  the  (1)  frequency  of  deficiencies  in  the  87  contracts 
reviewed;  (2)  identification  of  similar  deficiencies  across  departmental 
lines;  (3)  reporting  of  similar  deficiencies  in  other  gao  reports;  (4)  deci¬ 
sions  of  boards  of  contract  appeals  against  civilian  agencies  for  similar 
deficiencies;  and  (5)  magnitude  of  civilian  agency  procurement,  which 
annually  totals  about  $30  billion,  collectively  demonstrate  that  a  con¬ 
certed  effort  by  the  Office  of  Federal  Procurement  Policy  and  by  civilian 
agency  heads  is  needed  to  improve  contracting  and  contract 
administration. 


Principal  Findings 


Poor  Contracting  Practices 
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Sixteen  of  the  87  contracts  that  gao  examined  had  deficiencies  in  plan¬ 
ning  the  contract  work  or  in  writing  the  contract,  which  delayed  deliv¬ 
ery,  increased  costs,  or  kept  agencies  from  receiving  completed  contract 
items.  Additionally,  gao  found  questionable  the  use  of  cost-plus-fixed- 
fee  contracts  for  33  repetitive  requirements.  This  type  of  contract  pro¬ 
vides  only  a  minimum  incentive  to  perform  well  and  control  costs. 

gao  found  that  nine  contracts  were  awarded  before  the  agencies  were 
ready  to  have  the  contractors  do  the  work.  For  example,  on  two  con¬ 
tracts  to  study  the  effects  of  Agent  Orange  on  Vietnam  veterans,  the 
Department  of  Health  and  Human  Services  had  to  pay  the  contractors 
$1.9  million  to  wait  about  8  months  until  it  determined  how  to  do  the 
study.  (See  pp.  19  and  20.) 

gao  found  that  eight  contracts  had  defective  work  statements,  specifica¬ 
tions,  or  clauses.  In  one  case,  a  contractor  building  a  virology  laboratory 
for  the  Department  of  Health  and  Human  Services  claimed  that  defec¬ 
tive  specifications  increased  its  costs.  To  settle  the  claim,  the  Depart¬ 
ment  paid  the  contractor  $877,000.  (See  pp.  20  and  21.) 
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Contract  Administration 
Deficiencies 


GAO  found  that  49  of  87  contracts  (56  percent)  used  the  cost-plus-fixed- 
fee  pricing  arrangement.  Because  33  of  the  49  cost-plus-fixed-fee  con¬ 
tracts  were  for  repetitive  requirements,  gao  believes  that  the  depart¬ 
ments  can  reduce  their  reliance  on  cost-plus-fixed-fee  contracts  and  use 
stronger  pricing  arrangements.  Under  repetitive  type  procurements,  the 
departments  should  be  able  to  gain  sufficient  knowledge  of  the  contract 
requirements  to  permit  them  to  use  a  stronger  pricing  arrangement.  (See 
pp.  22  to  24.) 


On  50  of  the  87  contracts  (57  percent),  gao  identified  government  con¬ 
tract  administration  deficiencies  that  increased  contract  costs  and 
delayed  contract  completion,  prevented  agencies  from  receiving  com¬ 
pleted  contract  items,  and  circumvented  the  internal  control  procedures 
in  the  contracting  process.  These  deficiencies  included  program  offices 
hindering  contractors’  performance,  program  officers  exceeding  their 
contract  authority,  and  contracting  officers  improperly  modifying 
contracts. 

gao  found  that  program  offices  hindered  contractor  performance  on  27 
contracts.  For  example,  a  Department  of  Energy  program  office  delayed 
a  contractor  that  was  developing  a  prototype  steam  generator  by  more 
than  2  years  because  it  failed  to  provide  the  contractor  with  needed 
information  and  a  facility  to  test  the  prototype.  (See  pp.  25  and  26.) 

Only  contracting  officers  are  authorized  to  change  the  original  contract. 
However,  gao  found  that  program  officers  exceeded  their  authority  on 
12  contracts  by  directing  contractors  to  work  beyond  the  original 
requirements.  For  example,  a  Department  of  Housing  and  Urban  Devel¬ 
opment  program  officer  negotiated  additional  contract  work  worth  $1.6 
million  without  involving  the  contracting  officer.  Improper  program 
officer  actions  prevented  contracting  officers  from  maintaining  control 
over  their  contracts.  (See  pp.  26  and  27.) 

When  competition  is  possible,  the  Federal  Acquisition  Regulation  pro¬ 
hibits  sole-source  contract  extensions  due  to  a  lack  of  advance  procure¬ 
ment  planning.  Also,  gao  has  determined  that  modifications  to  expired 
contracts  are  improper  sole-source  modifications  when  competition  is 
possible,  gao  found  that  contracting  officers  extended  10  service  con¬ 
tracts  because  of  a  lack  of  advance  procurement  planning  for  replace¬ 
ment  contracts  and  modified  21  contracts  after  their  completion  dates 
had  expired.  For  example,  (1)  the  Department  of  Education  extended  a 
repetitive  3-year  contract  for  6  months  and  increased  its  cost  by 
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$475,000  because  it  was  not  ready  to  award  a  competitive  replacement 
contract  and  (2)  the  Department  of  Health  and  Human  Services  modified 
a  contract  after  its  completion  date  expired  on  10  successive  occasions. 
(See  pp.  28  to  30.) 

Recommendation 

gao  recommends  that  the  Administrator,  Office  of  Federal  Procurement 
Policy,  initiate  a  concerted  effort  to  improve  civilian  agency  contracting 
and  contract  administration.  To  this  end,  gao  recommends  that  the 

Office  work  together  with  the  heads  of  civilian  agencies  and  issue  spe¬ 
cific  guidance  addressing  the  deficiencies  identified  in  this  report.  (See 
chap.  6.) 

Agency  Comments 

gao  discussed  the  findings  and  recommendations  with  representatives 
of  the  Office  of  Federal  Procurement  Policy,  who  agreed  that  the  prob¬ 
lems  discussed  in  the  report  warrant  serious  attention. 
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Chapter  1 _ 


Introduction 


In  the  past,  we  have  issued  a  number  of  reports  that  identified  deficien¬ 
cies  in  civilian  agency  contract  administration.  For  the  most  part,  these 
reports  focused  on  individual  contract  administration  issues  or  on  the 
practices  of  a  single  agency.  Noting  our  past  reports  of  deficiencies  in 
civilian  agency  contract  administration,  the  former  Chairman  of  the 
House  Government  Operations  Legislation  and  National  Security  Sub¬ 
committee  asked  us  to  review  contract  administration  at  several  civilian 
agencies. 


Objectives  of  Contract 
Administration 


The  contract  administration  phase  of  the  procurement  process  begins 
with  contract  award,  continues  through  contract  performance  and  com¬ 
pletion,  and  ends  with  final  settlement  and  payment  to  the  contractor. 
Actions  taken  before  contract  award,  however,  can  affect  contract 
administration.  For  example,  if  a  defective  specification  is  not  identified 
until  after  the  contract  is  awarded,  the  defective  specification  would 
need  to  be  corrected  during  contract  administration.  The  government’s 
objectives  during  contract  administration  include 


•  ensuring  that  the  work  is  done  according  to  contract  requirements  and 

•  paying  the  contractor  for  the  work  done. 


Federal  procurement  laws  and  regulations  supply  only  broad  guidelines 
for  contract  administration.  As  a  result,  much  of  the  day-to-day  guid¬ 
ance  consists  of  legal  precedent  set  by  federal  courts  and  boards  of  con¬ 
tract  appeals. 

The  authority  to  write  procurement  regulations  rests  with  federal  agen¬ 
cies  subject  to  the  control  of  a  four-member  Federal  Acquisition  Regula¬ 
tory  Council  within  the  Office  of  Federal  Procurement  Policy  (ofpp).  The 
Council  consists  of  the  ofpp  Administrator  and  the  heads  of  the  Depart¬ 
ment  of  Defense,  General  Services  Administration,  and  National  Aero¬ 
nautics  and  Space  Administration,  ofpp  is  located  within  the  Office  of 
Management  and  Budget  (omb)  and  is  charged  with  providing  overall 
procurement  policy  direction  and  leadership  in  developing  executive 
branch  procurement  systems. 


Contract 

Administration 

Procedures 
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Civilian  Agencies’ 
Contract 
Administration 
Process 


Program  Office 


The  typical  civilian  agency  contract  administration  process  includes  the 
combined  efforts  of  its  program  and  contracting  offices.  Assistance  is 
available  from  the  Department  of  Defense’s  contract  administration 
organizations  and  from  the  Defense  Contract  Audit  Agency. 


A  program  office  is  an  agency  organization  responsible  for  fulfilling  a 
legislated  mission  or  agency  administrative  function.  For  example,  one 
program  office  may  be  responsible  for  determining  if  environmental 
chemicals  are  carcinogenic,  while  another  may  be  responsible  for 
processing  an  agency’s  financial  data.  To  fulfill  their  missions,  program 
offices  may  identify  needs  that  require  contracting  with  private 
industry. 

Program  offices  have  several  functions  that  affect  the  contract  adminis¬ 
tration  process.  These  include 

•  developing  the  description  of  the  work,  called  a  specification  or  state¬ 
ment  of  work; 

•  providing  funds  for  the  contract  work; 

•  cooperating  with  the  contractor  during  contract  performance; 

•  monitoring  the  contractor’s  technical  performance;  and 

•  notifying  the  contracting  office  about  any  performance  problems  so  that 
office  can  enforce  the  contract  provisions. 

The  program  office  individual  responsible  for  the  oversight  of  the  con¬ 
tractor’s  technical  performance  has  different  titles  depending  on  the 
agency.  For  example, 

•  government  technical  representative  at  the  Department  of  Housing  and 
Urban  Development  (hud), 

•  contracting  officer’s  technical  representative  at  the  Departments  of 
Energy  (doe)  and  Education,  and 

•  project  officers  at  the  Department  of  Health  and  Human  Services  (hhs). 

We  use  the  title  “program  officer”  in  this  report  to  identify  the  program 
office  individual  responsible  for  monitoring  the  contractor’s  technical 
performance.  The  program  officer  does  not  have  authority  to  change  the 
contract  work,  completion  date,  or  cost. 
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The  contracting  office  is  responsible  for  ensuring  the  efficient  function¬ 
ing  of  the  contracting  process  and  enforcement  of  contract  provisions. 
The  contracting  office  has  several  functions  that  affect  the  contract 
administration  process.  These  include 

•  reviewing  the  specifications  and  statements  of  work  provided  by  the 
program  office  to  ensure  compliance  with  procurement  principles; 

•  incorporating  the  required  clauses,  such  as  an  option  clause  for  addi¬ 
tional  periods  of  performance,  in  the  contract; 

•  negotiating  the  contract’s  pricing  structure; 

•  cooperating  with  the  contractor  during  contract  performance; 

•  modifying  the  contract  to  incorporate  any  changes;  and 

•  enforcing  all  contract  provisions. 

The  individual  assigned  responsibility  for  contract  performance  in  the 
contracting  office  is  the  contracting  officer.  The  contracting  officer  is  a 
business  agent  of  the  United  States  and  is  the  only  individual  authorized 
to  make  changes  to  the  contract  work,  completion  date,  or  cost. 


Since  1980,  we  have  issued  16  reports  and  have  testified  twice  before 
Congress  on  civilian  agency  contracting  and  contract  administration 
issues  at  the  Depr utments  of  Energy,  Justice,  Labor,  Interior,  Transpor¬ 
tation,  Agriculture,  Commerce,  Education,  Housing  and  Urban  Develop¬ 
ment,  and  Health  and  Human  Services  and  at  the  General  Services 
Administration,  Environmental  Protection  Agency,  Veterans  Adminis¬ 
tration,  and  the  National  Science  Foundation.  These  reports  discuss  defi¬ 
ciencies  in  the 

•  contract  description  of  work  and  measures  of  performance; 

•  pricing  arrangements; 

•  program  office  monitoring,  including  program  officers  exceeding  their 
authority;  and 

•  contracting  office  monitoring,  including  improper  contract 
modifications. 

A  brief  description  of  each  of  these  reports  is  included  at  the  end  of  this 
report. 

In  addition  to  our  reports,  the  civilian  agencies’  boards  of  contract 
appeals  have  issued  decisions  on  disputes  between  contractors  and 
agency  contracting  officers  th<-  rose  during  contract  performance.  Our 
review  of  1987  and  1988  decis.^r  identified  16  that  were  decided 


Prior  GAO  Reports 
and  Boards  of 
Contract  Appeals 
Decisions 


Contracting  Office 


Page  10 


(iAO  GGIWMM  09  Contract  Administration 


Chapter  1 
Introduction 


against  the  government  and  involved  deficiencies  we  found.  These  cases 
involved  the  Departments  of  Agriculture,  Interior,  Labor,  and  Transpor¬ 
tation;  the  Veterans  Administration;  and  the  General  Services  Adminis¬ 
tration.  These  decisions  awarded  the  contractor  money  and/or  time 
extensions  due  to 

•  defective  government  specifications, 

•  agencies  hindering  the  contractors’  performance,  and 

•  program  offices  exceeding  their  authority. 


Objectives,  Scope,  and 
Methodology 


The  Chairman  of  the  House  Government  Operations  Legislation  and 
National  Security  Subcommittee  requested  that  we  analyze  contract 
administration  exercised  over  large  contracts  at  various  civilian  agen¬ 
cies.  He  asked  us  to  determine 


•  whether  the  agencies  received  the  intended  item  within  the  original  con¬ 
tract  price  and  completion  date; 

•  the  effect  of  contract  modifications  to  the  original  contract;  and 

•  to  the  extent  practicable,  the  reason  for  any  weak  contract  administra¬ 
tion  practices  noted. 

While  we  concentrated  on  agencies’  contract  administration  problems 
and  causes,  we  also  found  specification  and  contractor  problems  that 
contributed  to  the  government’s  not  receiving  full  and  timely  contract 
performance. 


Our  work  was  done  at  the  following  agency  contracting  offices: 

•  Department  of  Education,  Washington,  D.C.; 

•  doe,  Chicago  Operations  Office,  Argonne,  Illinois; 

•  hhs  Centers  for  Disease  Control  (cdc),  Atlanta,  Georgia,  and  National 
Institute  of  Environmental  Health  Sciences  (niehs),  Research  Triangle 
P-'rk,  North  Carolina;  and 

•  hud,  Washington,  D.C. 

We  selected  these  agencies  and  contracting  offices  in  two  steps.  First,  we 
eliminated  agencies  where  we  recently  completed  reviews  or  had  ongo¬ 
ing  reviews  involving  contract  administration  issues.  Second,  we  identi¬ 
fied  large  contracting  offices  from  the  top  21  of  60  civilian  agencies 
ranked  by  annual  contracting  dollar  volume.  We  did  this  using  the  latest 
available  data,  which  were  fiscal  year  1985  contracting  statistics  from 
the  Federal  Procurement  Data  System. 
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Table  1.1  shows  the  relative  rank  of  the  departments  we  selected  among 
all  civilian  agencies  by  fiscal  year  1985  contracting  dollar  volume.  It  also 
shows  the  percentage  amount  of  each  department’s  contracting  dollar 
volume  purchased  by  the  contracting  offices  we  reviewed. 


Table  1.1:  Ranking  of  Selected 
Departments  and  Percent  of  Purchases 
Made  by  Selected  Contracting  Offices 
for  Fiscal  Year  1985 

Department 

Department’s 
rank  among 
civilian  agencies 

Contracting 

office 

Percent  of 
department’s 
contract  dollars 
purchased  by 
contracting  office 

Education 

18 

Washington 

100' 

DOE 

1 

Chicago 

9 

HHS 

6 

CDC 

6 

HHS 

6 

NIEHS 

5 

HUD 

21 

Washington 

96 

We  judgmentally  selected  contracts  to  review  from  the  listings  of  open 
contracts  provided  by  the  agencies’  contracting  offices.  These  open  con¬ 
tracts  included  those  on  which  the 

•  contractor  had  finished  working,  and  the  contract  was  awaiting  final 
settlement  between  the  contractor  and  the  government; 

•  contractor  was  working,  and  the  original  completion  date  had  passed; 

•  contract  work  was  terminated  for  the  government’s  convenience  before 
the  original  work  was  done;  and 

•  contractor  was  working  and  the  original  completion  date  had  not 
arrived. 

In  selecting  contracts  for  our  review,  we  eliminated  certain  types  for 
various  reasons.  These  included  the  following: 

•  Six  contracts  awarded  by  doe  for  the  operation  of  government-owned 
contractor-operated  facilities  worth  $14.9  billion  were  eliminated 
because  of  their  complexity  and  because  of  the  time  and  staff  needed  to 
review  them.  For  example,  doe’s  contract  to  operate  Argonne  National 
Laboratories  was  worth  $5  billion  and  entails  operating  a  facility  the 
size  of  a  small  city. 

•  Four  requirements  or  task-type  contracts  from  cdc  worth  $  15  million 
were  eliminated  because  the  contracts  would  have  required  work  at  the 
individual  state  agencies  that  would  have  exceeded  our  staff  resources 
or  were  for  items  that  were  intangible,  such  as  support  services  for  data 
processing. 
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Table  1.2:  Sample  Universe  and  Contract 
Value  Reviewed 


Several  support  service  contracts  for  computer  services  that  had  intan¬ 
gible  end  products  that  we  could  not  evaluate  were  eliminated. 

Basic  research  contracts  were  eliminated  because  of  the  intangible 
nature  of  the  contracted  effort. 

Two  contracts  at  niehs  were  eliminated,  including  one  worth  $108  mil¬ 
lion  that  was  eliminated  because  it  was  the  subject  of  one  of  our  earlier 
reports  on  contract  administration  and  one  worth  $70  million  that  was 
eliminated  because  it  was  under  litigation  due  to  problems  arising  during 
contract  administration. 

Contracts  that  were  unavailable  for  review  because  the  agency  was 
using  the  files  to  process  a  contract  action. 

Also,  we  eliminated  contracts  that  were  awarded  less  than  2  years 
before  we  began  to  select  contracts.  We  did  this  to  allow  for  the  accrual 
of  experience  under  the  contracts  that  we  could  evaluate. 

Our  universe  of  contracts  included  all  open  contracts  that  we  did  not 
eliminate  for  one  of  the  above  reasons.  We  selected  large  contracts  from 
our  universe  at  each  contracting  office,  with  a  goal  of  reviewing  20  con¬ 
tracts  at  each  contracting  office,  or  as  many  as  possible  in  the  time 
allowed.  This  plan  resulted  in  our  review  of  12  contracts  at  doe  because 
of  the  high  dollar  value  of  individual  contracts,  and  from  17  to  20  con¬ 
tracts  at  the  other  locations.  Table  1.2  shows  the  value  of  contracts  in 
our  universe  and  the  percentage  of  the  contract  universe  we  reviewed. 


Dollars  in  millions 

Agency  contracting  office 

Sample  universe 

Percent  of  universe 

DOE,  Chicago 

$2,292 

31 

Education,  Washington 

629 

35 

HUD,  Washington 

370 

65 

HHS,  NIEHS 

330 

36 

HHS,  CDC 

128 

73 

We  reviewed  87  contracts  valued  at  $1.4  billion  at  these  contracting 
offices. 

While  the  contracts  we  reviewed  had  start  dates  as  early  as  1952  and 
completion  dates  as  late  as  1993,  the  bulk  of  the  years  covered  by  the 
contracts  were  during  the  mid  to  late  1980s.  Figure  1.1,  which  depicts 
the  years  covered  by  the  87  contracts,  shows  that  the  contracts  we 
examined  represent  contract  administration  that  was  done  in  recent 
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years.  Start  dates  and  completion  dates  are  listed  for  each  contract  in 
appendix  I. 


Figure  1.1:  Years  Covered  by  Contracts 

90  Numbar  of  Contract* 


80 
70 
60 
50 
40 
30 
20 
10 
0 

1975  1978  1977  1978  1979  1980  1981  1988  1983  1984  1985  1986  1987  1988 

Yaar* 


To  address  the  questions  raised  in  the  request,  we  reviewed  each  con¬ 
tract  to  determine  its  original  completion  date  and  cost.  We  included 
options  in  the  original  contracts  that  were  exercised  during  contract  per¬ 
formance  to  calculate  our  original  completion  dates  and  costs.  For  exam¬ 
ple,  a  contract  may  have  had  an  initial  1-year  base  period  with  four  1- 
year  option  periods.  If  the  four  option  periods  were  exercised  during 
contract  performance,  we  calculated  the  original  completion  date  as  5 
years  after  the  start  of  the  contract.  We  used  the  same  procedure  for 
calculating  original  costs.  In  this  way,  our  calculations  show  the  origi¬ 
nally  intended  completion  dates  and  costs. 

To  determine  whether  the  agencies  received  the  contract  item  within  the 
original  contract  price  and  completion  date,  we  analyzed  the  effect  of 
each  contract  modification  on  the  original  completion  date,  cost,  and 
contract  item.  For  each  contract  modification  changing  the  original  com¬ 
pletion  date,  cost,  or  contract  item,  we  reviewed  supporting  contracting 
and  program  office  documents  to  determine  if  the  change  was  caused  by 
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a  deficiency  in  contract  administration  or  by  the  overall  contracting  pro¬ 
cess.  Additionally,  we  interviewed  program  officers  and  contracting 
officers  responsible  for  the  contracts. 

To  supplement  our  contract  review,  we  examined  our  reports  on  con¬ 
tract  administration  issued  since  1980.  We  also  reviewed  decisions  made 
by  the  civilian  agency  boards  of  contract  appeals  during  1987  and  1988 
to  see  if  the  deficiencies  we  identified  were  occurring  at  other  civilian 
agencies. 

We  did  our  review  from  June  1988  to  March  1989  and  in  accordance 
with  generally  accepted  government  auditing  standards.  We  discussed 
our  findings  with  the  departments’  contracting  personnel  and  consid¬ 
ered  their  comments  as  appropriate;  however,  at  the  request  of  the  for¬ 
mer  Chairman,  we  did  not  obtain  official  agency  comments.  We  also 
discussed  our  findings  and  recommendations  with  ofpp  representatives, 
who  agreed  that  the  problems  discussed  in  the  report  warrant  serious 
attention  both  by  civilian  agencies  collectively  and  on  an  individual 
agency  basis. 
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Nearly  all  of  the  contracts  we  reviewed  had  either  time  increases,  cost 
increases,  or  a  contract  item  that  was  not  completed.  We  identified  defi¬ 
ciencies  in  59  contracts  that  contributed  to  increased  time  or  costs,  or 
that  prevented  agencies  from  receiving  completed  contract  items.  Recur¬ 
ring  deficiencies  in  the  contracts  were  in  planning  contract  work  and 
writing  the  specifications  and  contract  clauses,  program  and  contracting 
office  contract  administration,  and  contractor  performance. 


Effect  of  Deficiencies 
in  Contracting  and 
Contract 
Administration 


Table  2.1:  Contracts  With  Time  and  Cost 
Increases  and  Incomplete  Contract 
Items  by  Agency 


Seventy-nine  of  the  87  contracts  had  either  time  or  cost  increases  or  con¬ 
tract  items  that  were  not  completed.  We  considered  items  as  not  being 
completed  when  a  delivery  date  for  a  task  or  product  had  arrived  but 
the  task  or  product  was  not  completed  or  was  deleted  from  the  contract. 
While  in  some,  but  not  all,  cases  there  were  legitimate  reasons,  on  59  of 
the  contracts  we  identified  deficiencies  that  contributed  to  delays  or  cost 
increases. 

Table  2.1  shows  that  the  five  agencies  had  contracts  with  time  or  cost 
increases  or  with  contract  items  that  were  not  completed. 


Agency 

Time  or  cost 
increase  or  items 
not  completed 

Time 

increases" 

Cost 

increases" 

Items  not 
completed" 

HUD 

18 

12 

15 

6 

Education 

19 

16 

15 

6 

Energy 

11 

10 

10 

4 

HHS/CDC 

15 

8 

10 

5 

HHS/NIEHS 

16 

12 

15 

3 

Total 

79 

58 

65 

24 

aColumn  totals  do  not  equal  79  because  some  contracts  had  a  combination  ot  time  and  cost  increases 
and  items  were  not  completed 


Table  2.2  shows  that  the  59  contracts  with  deficiencies  were  also  dis¬ 
tributed  among  the  five  agencies. 
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Agency 

Contracts 

Agency 

Reviewed 

With 

deficiencies" 

HUD 

18 

16 

Education 

20 

12 

DOE 

12 

10 

CDC 

17 

9 

NIEHS 

20 

12 

Total 

87 

59 

aSome  contracts  had  more  than  one  deficiency. 

We  identified  some  individual  contract  deficiencies  that 

•  increased  contract  time  from  several  days  to  2  years, 

•  increased  contract  costs  from  several  hundred  dollars  to  over  $1  million, 
and 

•  resulted  in  uncompleted  contract  tasks  or  the  entire  contract. 

We  were  able  to  identify  the  effects  of  the  above  deficiencies  on  contract 
performance  because  they  were  well  documented  in  the  contracting  and 
program  office  files.  However,  we  were  unable  to  identify  the  specific 
effect  of  every  deficiency  because  documentation  was  not  always  avail¬ 
able.  In  addition,  some  contracts  had  more  than  one  deficiency. 


Deficiencies  Occurred 
Both  Before  and  After 
Contract  Award 


The  effects  of  deficiencies  we  identified  occurred  after  contract  award. 
These  generally  were  modifications  to  the  contract  that  changed  the 
original  terms.  Although  these  effects  occurred  after  contract  award, 
their  causes  sometimes  occurred  before  contract  award.  This  happened 
when  a  contract  was  awarded 


•  with  a  defective  specification  or 

•  before  the  agency  was  ready  for  the  contractor  to  start  work. 


For  example,  a  contract  may  be  awarded  with  a  defective  specification 
that  does  not  become  evident  until  the  contract  is  awarded  and  the  con¬ 
tractor  attempts  to  do  the  work  according  to  the  specification.  When  the 
defective  specification  is  identified  after  contract  award,  the  contract 
generally  will  be  modified  to  adjust  the  original  contract  terms. 


The  deficiencies  we  identified  in  the  59  contracts  included 
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•  contracts  being  awarded  before  the  contract  work  was  planned  and  with 
defects  in  specifications  and  contract  clauses  (see  ch.  3)  and 

•  poor  contract  administration  by  the  program  offices,  contracting  offices, 
or  contractors  (see  ch.  4). 


Not  All  Deficiencies 
May  Have  Been 
Identified 


To  identify  deficiencies,  we  reviewed  the  effect  of  modifications  to  the 
original  contract  and  then  identified  the  cause  of  any  modification  that 
changed  an  original  contract  term.  Although  we  identified  59  contracts 
with  deficiencies  that  increased  contract  time  or  cost  or  that  prevented 
the  agencies  from  receiving  completed  items,  we  were  unable  at  times  to 
identify  the  cause  for  each  time  or  cost  increase  or  item  not  received. 
This  was  because 

documents  supporting  the  time  or  cost  increases  were  not  available  at 
the  program  and  contracting  offices; 

program  and  contracting  officers  familiar  with  the  contracts  had  left  the 
agency;  and 

original  statements  of  work  were  vaguely  written,  which  made  it  impos¬ 
sible  to  identify  changes  and  causes. 


Some  Increases  Were 
Justified 


Some  of  the  time  and  cost  increases  were  caused  by  factors  beyond  the 
control  of  agencies  and  contractors.  These  included  valid  increases  in 
the  agency’s  need  for  a  contract  item  that  did  not  change  the  original 
scope  of  the  work,  and  increases  required  by  specific  new  legislation. 
For  example: 


•  Education  awarded  a  contract  for  the  processing  of  Pell  Grant  applica¬ 
tions  with  a  price  of  $29  million  that  was  increased  to  $30.6  million. 
Part  of  the  increase  was  for  the  processing  of  more  grant  applications 
than  originally  expected  when  the  contract  was  signed. 

•  Education  also  awarded  a  contract  to  a  regional  educational  laboratory 
to  analyze  the  educational  needs  in  the  contractor’s  region  for  a  cost  of 
$11.7  million.  Legislation  enacted  during  contract  performance  required 
the  inclusion  of  a  rural  education  study  that  increased  the  original  con¬ 
tract  amount  by  $425,000. 


In  cases  such  as  these,  we  did  not  conclude  that  a  cost  or  time  increase 
was  caused  by  a  deficiency. 
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Poor  Contracting  Practices 

We  found  deficiencies  at  all  five  agencies  in  the  planning  of  contract 
work  and  in  the  writing  of  specifications  and  contract  clauses.  These 
deficiencies  contributed  to  increases  in  contract  time  and  costs  and  kept 
agencies  from  receiving  completed  contract  items.  Additionally,  we 
found  that  agencies’  use  of  cost-plus-fixed-fee  (cpff)  contracts  did  not 
provide  an  incentive  to  control  costs  and  deliver  contract  items  on  time. 

Responsibility  for 
Contract  Documents 

As  the  writer  and  provider  of  contract  documents,  the  government  gen¬ 
erally  is  held  liable  for  any  increased  costs  or  delays  to  the  contractor  as 
a  result  of  a  defect  in  a  contract  document.  The  agency’s  program  office 
writes  the  specification  or  statement  of  work  because  it  has  the  agency’s 
technical  expertise  in  its  program  issues.  The  agency  may  supplement 
the  program  office’s  ability  to  write  specifications  and  statements  of 
work  by  contracting  out  these  duties.  Under  these  conditions,  the  gov¬ 
ernment  would  be  liable  for  increased  costs  and  delays  to  a  contractor 
caused  by  a  defect  in  the  contract  document.  However,  it  would  have  the 
right  to  seek  a  claim  against  the  contractor  that  developed  the  defective 
contract  documents. 

The  contracting  office  reviews  the  specifications  and  statements  of  work 
prepared  by  the  program  office  and  incorporates  the  appropriate  busi¬ 
ness  clauses,  such  as  an  option  clause,  to  complete  the  contract 
document. 

Deficiencies  in 
Planning  Contract 
Work  and  Contract 
Documents 

■ 

Deficiencies  in  the  planning  of  contract  work  and  in  the  writing  of  con¬ 
tract  specifications,  statements  of  work,  and  business  clauses  on  16  con¬ 
tracts  contributed  to  increases  in  contract  time  and  costs  and  in  agencies 
not  receiving  completed  items. 

Poor  Contract  Planning 

Once  the  contractor  is  authorized  to  start  work,  it  begins  to  spend  the 
government  funds  obligated  on  the  contract.  The  agency  should  know 
what  it  wants  done  and  be  ready  to  cooperate  with  the  contractor  once 
the  contract  is  awarded.  If  the  agency  program  office  is  not  ready  to 
work  with  the  contractor,  the  contractor  will  still  incur  costs  and  gov¬ 
ernment  funds  may  be  wasted. 

Nine  of  the  contracts  we  reviewed  at  the  five  agencies  were  awarded 
before  the  agencies  were  ready,  which  resulted  in  increased  time  and 
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Contracts  Contained 
Defective  or  Vague 
Specifications  and  Clauses 


costs.  This  also  prevented  the  completion  of  contract  work.  The  follow¬ 
ing  are  examples  of  the  results  of  poor  contract  planning: 

cdc  awarded  two  contracts  estimated  to  cost  $43.4  million  for  studies  of 
the  (1)  health  of  Vietnam  veterans  and  (2)  effect  of  Agent  Orange  on  the 
veterans.  The  agency  awarded  the  contracts  before  it  refined  its  meth¬ 
odology  for  doing  the  Agent  Orange  study.  As  a  result,  cdc  ordered  the 
contractors  to  stop  work  but  remain  ready  to  resume  it  once  the  method¬ 
ology  was  refined.  The  stop- work  orders  on  the  two  contracts  lasted  an 
average  of  8  months  and  cost  $1.9  million.  Both  contracts  were  termi¬ 
nated  for  the  government’s  convenience  after  cdc  concluded  that  the 
effects  of  Agent  Orange  could  not  be  evaluated. 
niehs  awarded  a  contract  at  a  cost  of  $3  million  to  determine  if  four 
chemicals  caused  cancer  in  laboratory  animals.  The  agency  was  required 
to  identify  and  supply  the  four  chemicals  for  the  contractor’s  analysis. 
However,  niehs  was  late  in  identifying  and  supplying  the  chemicals  and 
was  required  to  modify  the  contract  to  increase  time  and  costs  and 
delete  one  of  the  chemicals. 

doe  awarded  a  contract  to  build  an  electronics  facility  for  $5.3  million. 
After  construction  started,  doe  redesigned  the  building  to  add  motion 
picture  and  graphics  art  facilities.  The  redesign  required  the  contractor 
to  rip  out  completed  work,  which  increased  the  cost  of  the  contract  by  at 
least  $24,467. 

hud  awarded  a  contract  for  data  collection  services  at  a  cost  of  $5.8  mil¬ 
lion.  The  contractor  was  required  to  provide  the  services  to  hud  staff 
and  a  grantee,  hud  and  the  grantee  were  required  to  define  the  contrac¬ 
tor’s  statement  of  work  within  about  3  months  after  the  contractor 
started  work.  However,  it  took  about  8  months  for  hud  and  the  grantee 
to  define  the  contractor’s  work.  According  to  the  contracting  officer, 
this  caused  a  delay  in  contract  completion. 


Eight  contracts  at  hud,  Education,  doe,  and  cdc  had  defective  or  vague 
specifications,  statements  of  work,  or  contract  clauses  that  either 
increased  costs  or  made  it  difficult  to  control  them.  The  following  are 
examples: 

cdc  awarded  a  $21.5  million  contract  for  the  construction  of  a  virology 
laboratory  and  contracted  with  an  architect  and  engineering  contractor 
to  design  the  laboratory.  The  construction  contractor,  using  the  design 
specifications  supplied  by  cdc,  had  problems  pouring  the  foundation  and 
installing  technical  equipment.  As  a  result,  the  contractor  filed  claims 


Page  20 


GAO/GGD-89-109  Contract  Administration 


Chapters 

Poor  Contracting  Practices 


Conclusion 


for  increased  costs  that  it  claimed  were  caused  by  defective  specifica¬ 
tions.  CDC  settled  the  claim  for  $877,000,  which  increased  the  contract 
costs.  We  did  not  determine  whether  cdc  or  its  architect  and  engineer 
contractor  was  at  fault  for  the  specification.  However,  the  cdc  con¬ 
tracting  officer  explained  that  the  agency  was  considering  taking  action 
against  the  architect  and  engineering  contractor. 

•  Education  awarded  an  educational  services  contract  for  $4.7  million  that 
had  two  different  completion  dates.  We  used  the  contract’s  order  of  pre¬ 
cedence  clause,  which  settles  inconsistencies  in  contract  clauses,  to 
determine  the  correct  completion  date  and  found  that  the  contracting 
officer  had  used  the  wrong  completion  date  to  extend  the  contract.  As  a 
result,  the  contract  amount  was  increased  by  at  least  several  hundred 
dollars  for  work  that  was  actually  required  by  the  original  contract. 

•  doe  awarded  a  contract  for  the  conceptual  design  and  related  services  of 
the  Superconducting  Super  Collider  for  $7  million.  The  contract  require¬ 
ments  were  vague  because  the  statement  of  work  was  not  explicit.  The 
program  officer  noted  that  the  vague  statement  of  work  contributed  to 
the  contractor’s  “wheel  spinning”  in  the  beginning  of  the  contract. 

•  hud  awarded  a  contract  for  a  computer  system  with  a  base  price  of 
$17.7  million.  The  contract  contained  vaguely  worded  option  and  engi¬ 
neering  change  provisions  that  authorized  hud  to  buy  more  equipment 
under  the  contract.  Two  contracting  officers  interpreted  the  provisions 
differently.  One  thought  that  the  provision  allowed  a  maximum  ordering 
limit  of  $32  million,  while  the  other  believed  that  there  was  a  maximum 
ordering  limit  of  $38  million.  The  contract  was  modified  to  increase  the 
price  to  $35.7  million.  However,  because  the  option  provision  was  vague, 
we  could  not  determine  if  the  contract  modification  exceeded  the  maxi¬ 
mum  ordering  limit. 


Weaknesses  in  the  planning  of  contract  work  and  defects  in  contract 
specifications,  statements  of  work,  and  contract  clauses  contributed  to 
increases  in  contract  time  and  costs,  agencies  not  receiving  completed 
items,  and  a  lack  of  control  over  contract  costs. 


i 
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Pricing  Arrangements 
Used  on  the  Contracts 


The  two  basic  pricing  arrangements  the  government  uses  to  allocate  cost 
risk  between  itself  and  its  contractors  are  fixed-price  and  cost-reim¬ 
bursement  contracts.  The  objective  in  choosing  a  pricing  arrangement  is 
to  select  one  that  will  result  in  reasonable  contractor  risk  and  provide 
the  contractor  with  the  greatest  incentive  for  efficient  and  economical 
contract  performance. 

Fixed-price  contracts  should  be  used  when  the  government  can  fairly 
describe  the  item  it  needs  and  limit  the  cost  risk  placed  on  the  contrac¬ 
tors.  Cost-reimbursement  contracts  are  used  when  uncertainties  in  con¬ 
tract  performance  do  not  permit  costs  to  be  estimated  with  sufficient 
accuracy  to  award  some  type  of  fixed-price  contract.  Both  fixed-price 
and  cost-reimbursement  contracts  provide  a  range  of  contract  pricing 
relationships  to  distribute  cost  risk.  These  range  from  firm-fixed-price 
contracts  in  which  the  contractor  has  full  responsibility  for  performance 
costs  to  cpff  contracts  in  which  the  contractor  has  a  minimal  responsi¬ 
bility  for  performance  costs.  Between  the  two  are  various  incentive  type 
contracts  that  can  be  used  to  control  costs  and  improve  performance. 


The  contract  types  used  on  the  87  contracts  included  21  fixed-price;  62 
cost-reimbursement;  and  4  other  types,  such  as  a  labor-hour  contract. 
The  21  fixed-price  contracts  included  3  firm-fixed-price  contracts  and 
18  fixed-unit-price  contracts  with  various  quantities  of  services  or 
items.  We  believe  that  the  fixed-price  arrangements  were  applied  cor¬ 
rectly.  Additionally,  we  believe  that  the  four  other  types  were  appropri¬ 
ate  for  the  circumstances. 

The  62  cost-reimbursement  contracts  included  49  cpff  contracts;  1 1  cost 
reimbursement  contracts  with  no  fee;  and  2  cost-plus-award-fee  con¬ 
tracts,  which  provide  an  incentive  for  excellence  in  contract  perform¬ 
ance  and  cost  control. 

Under  a  cpff  contract,  a  fee  is  negotiated  at  the  time  of  contract  award. 
The  contractor  is  entitled  to  the  costs  it  incurs  doing  the  work  and  to  the 
full  negotiated  fee  if  the  work  is  satisfactorily  done,  cpff  contracts  are 
suitable  for  use  when  there  is  a  high  degree  of  uncertainty  in  the  work 
to  be  done  during  contract  performance.  They  are  appropriate  for  con¬ 
tracts  for  research  or  preliminary  exploration  and  study.  However,  the 
Federal  Acquisition  Regulation  explains  that  as  more  is  known  about  a 
requirement,  contracting  officers  should  use  a  firmer  pricing  arrange¬ 
ment.  A  firmer  pricing  arrangement  could  include  a  cost-plus-incentive- 
fee  or  cost-plus-award-fee  contract  or  some  form  of  fixed-price  contract. 
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We  found  that  33  of  43  CPFF  contracts  awarded  by  hud,  Education,  cdc, 
and  niehs  were  for  repetitive  requirements.  (Six  cpff  contracts  awarded 
by  doe  were  for  new  requirements.)  Since  the  33  contracts  were  for 
repetitive  requirements,  we  believe  that  the  agencies  could  use  more 
incentive  or  award-fee  contracts  to  manage  contract  performance  and 
costs.  Although  we  did  not  categorize  the  use  of  cpff  contracts  as  a  defi¬ 
ciency  that  directly  increased  contract  time  and  costs,  we  do  know  that 
they  provided  little  incentive  for  the  agencies  and  contractors  to  control 
costs  and  improve  performance. 

We  also  found  that  35  of  49  cpff  contracts  had  reached  their  original 
completion  dates.  Eighteen  of  these  35  contracts  were  extended  by  using 
no-cost  extensions.  Under  a  no-cost  extension,  the  contract  completion 
date  is  extended  without  obligating  additional  funds  to  the  contract.  The 
contractor  is  paid  from  the  funds  that  were  previously  obligated  to  the 
contract  and  not  expended.  We  believe  that  some  no-cost  extensions 
occur  because  CPFF  contracts  provide  little  or  no  incentive  to  complete 
work  in  accordance  with  the  contract  completion  schedule.  For  example, 
two  contracting  officers  at  CDC  and  Education  said  that  they  believe  that 
contractors  request  no-cost  extensions  simply  to  use  the  rest  of  the  obli¬ 
gated  contract  funds  regardless  of  whether  the  original  work  remains  to 
be  done.  Contract  documents  on  the  following  two  contracts  we 
reviewed  support  this: 

•  A  hud  program  office  document  justifying  a  contractor’s  request  for  a 
no-cost  extension  to  the  contracting  officer  said,  “The  extension  of  this 
contract  will  allow  the  Housing  Systems  Division  to  liquidate  the 
remaining  amount  of  the  current  funding  authority.” 

•  A  contractor  for  Education’s  Office  of  Educational  Research  and 
Improvement  (oeri),  in  requesting  a  1-year  no-cost  extension  from  the 
contracting  officer,  wrote,  “At  this  point  I  anticipate  that  we  will  have 
$100,000  -  $200,000  of  unexpended  funds  by  the  end  of  September 
1988. . . .  Being  able  to  disburse  these  funds  during  the  following  year 
will  allow  us  to  better  serve  oeri’s  interests.” 

We  believe  that  a  better  way  to  manage  contract  performance  and  costs 
is  to  provide  contractors  with  some  type  of  incentive  or  award  to 
improve  contract  performance  and  control  costs. 


Conclusions 


The  contracts  we  reviewed  at  hud,  Education,  cdc,  and  niehs  frequently 
were  cpff  contracts  that  provided  little  incentive  to  reduce  contract 
costs  and  improve  performance.  We  believe  that  the  agencies  can 
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improve  contract  performance  and  cost  control  by  providing  incentives 
to  the  contractors  for  improved  performance  and  cost  control. 
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Fifty  of  87  contracts  had  government  contract  administration  deficien¬ 
cies  that  contributed  to  contract  time  and  cost  increases  and  to  agencies 
not  receiving  completed  contract  items.  These  deficiencies  also  violated 
contracting  internal  controls,  which  are  designed  to  protect  the  public 
interest.  These  deficiencies  included  (1)  agencies,  primarily  program 
offices,  delaying  contractors  by  supplying  defective  items  or  failing  to 
supply  required  items;  (2)  program  officers  exceeding  their  contract 
authority  by  directing  contractors  to  do  work  not  covered  in  the  original 
contract;  (3)  program  officers  not  communicating  contract  performance 
problems  to  contracting  officers  for  appropriate  action;  (4)  loss  of  con¬ 
tract  administration  continuity  because  of  program  officer  turnover;  (5) 
contracting  offices  extending  service  contracts  beyond  their  original 
completion  dates  because  of  inadequate  planning  for  competitive 
replacement  contracts;  and  (6)  contracting  offices  modifying  expired 
contracts. 

Contractors  also  contributed  to  contract  deficiencies.  We  found  that  27 
of  the  87  contracts  had  a  deficiency  caused  by  a  contractor  that  contrib¬ 
uted  to  contract  time  and  cost  increases  and  to  agencies  not  receiving 
completed  contract  items.  Deficiencies  were  in  contract  administration 
and  personnel  management. 


During  contract  performance,  program  offices  are  responsible  for  moni¬ 
toring  the  performance  of  the  contractor,  providing  technical  assistance 
to  the  contractor  that  is  required  for  contract  performance,  and  notify¬ 
ing  the  contracting  officer  about  any  contract  performance  problems. 
Program  offices  are  not  authorized  to  change  contract  work,  costs,  or 
completion  dates  or  to  enforce  contract  provisions.  Only  contracting 
officers  have  the  authority  to  do  that.  This  concentration  of  authority  in 
the  contracting  officer  is  an  integral  part  of  internal  control  within  the 
contracting  process. 


Actions  Hindered  Contract 
Performance 


A  basic  rule  in  contracting  is  the  requirement  for  the  government  to 
cooperate  with  the  contractor  during  contract  performance.  This  rule, 
which  is  enforced  through  legal  decisions,  makes  the  government  liable 
for  the  time  and  cost  effects  of  delays  to  the  contractor  that  the  govern¬ 
ment  causes  or  are  under  its  control.  Provisions  for  time  and  cost 
increases  are  included  in  various  contract  clauses. 


We  found  30  contracts  at  the  five  agencies  where  the  agencies  delayed 
the  contractors’  performance  and  incurred  increased  contract  time  or 
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costs  or  did  not  receive  the  completed  contract  item.  Of  these  deficien¬ 
cies  on  30  contracts, 

27  were  caused  by  the  program  offices  and  their  contractors  or  grantee, 
2  were  caused  by  decisions  of  the  head  of  a  department,  and 
1  was  caused  by  the  contracting  office’s  delay  in  processing  contract 
modifications. 

Since  the  program  office  delays  occurred  most  often  and  in  all  five  agen¬ 
cies,  we  focused  on  them.  These  delays  resulted  from  the  program 
offices  (1)  supplying  defective  items,  (2)  not  supplying  information 
required  by  the  contracts,  and  (3)  having  internal  management  prob¬ 
lems.  The  following  are  some  results  of  program  offices  hindering  con¬ 
tractors’  performance: 

doe  awarded  a  contract  for  the  design,  development,  construction,  and 
evaluation  of  a  prototype  steam  generator  for  breeder  reactor  plants. 
The  contract  had  an  original  cost  of  $20.7  million  and  a  completion  date 
in  1983.  The  current  cost  is  $51.1  million,  with  a  completion  date  in 
1993.  doe  delayed  the  contractor  for  1  year  while  it  decided  on  genera¬ 
tor  requirements  and  for  an  additional  2  years  by  not  having  a  test  facil¬ 
ity  available  for  evaluation  of  the  prototype.  These  delays  contributed 
to  the  increased  time  and  costs  to  complete  the  contract. 
cdc  awarded  a  contract  to  develop  a  surveillance  system  for  pelvic 
inflammatory  disease  for  $1.2  million.  The  agency  did  not  provide  the 
contractor  with  a  data  collection  instrument  in  accordance  with  the  con¬ 
tract  terms,  which  delayed  the  contractor  from  5  to  9  months.  As  a 
result,  the  contract  was  extended  for  1  year  to  complete  the  work. 
hud  awarded  a  financial  services  contract  for  $4.1  million.  The  program 
office  provided  the  financial  services  contractor  with  defective  data  pre¬ 
pared  by  a  second  contractor.  The  cost  to  hud  to  correct  the  defective 
data  exceeded  $50,000. 

Education  awarded  a  computer  services  contract  for  $22.8  million.  Five 
of  the  specific  contract  tasks  were  delayed  and  required  time  extensions 
because  the  program  office  supplied  defective  or  incomplete 
information. 


Although  program  officers  may  provide  technical  direction  to  contrac¬ 
tors  during  contract  performance,  they  may  not  make  changes  to  the 
contract  affecting  the  required  work,  cost,  or  completion  dates. 
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We  found  12  contracts  at  Education,  doe,  hud,  and  niehs  that  failed  to 
follow  these  procedures.  Program  officers,  without  contract  authority, 
directed  contractors  to  work  overtime,  past  the  original  completion  date, 
and  on  items  not  included  in  the  contract.  The  following  are  some  results 
of  program  officers  exceeding  their  authority: 

•  niehs  awarded  a  contract  to  determine  the  effects  of  asbestos  on  rats  at 
a  cost  of  $1.9  million.  After  the  contract  completion  date  had  passed,  the 
program  officer  directed  the  contractor  to  do  new  work.  As  a  result,  the 
contracting  officer  extended  the  contract  by  1 1  months  and  increased 
the  cost  by  $49,368. 

•  Education  awarded  a  contract  for  data  preparation  services  for  $6.7  mil¬ 
lion.  During  the  course  of  the  contract  and  without  contractual  author¬ 
ity,  the  program  officer  approved  over  $20,000  in  contractor  overtime. 

•  hud  awarded  a  contract  for  inspection  services  under  the  National  Man¬ 
ufactured  Home  Construction  and  Safety  Standards  Act  for  $6.7  million. 
During  contract  performance,  the  program  office  and  the  contractor 
negotiated  work  for  a  new  quality  assurance  program  without  involving 
the  contracting  officer.  As  a  result,  the  contracting  officer  modified  the 
contract  for  new  work  costing  $1.6  million. 

These  unauthorized  actions  by  the  program  officers  violate  the  basic 
internal  control  in  contracting  because  they  bypass  the  contracting 
officer.  This  provides  opportunities  for  collusion  between  the  program 
officer  and  the  contractor  and  interferes  with  the  contracting  officer’s 
responsibility  for  negotiating  a  fair  cost  for  the  work  before  it  is  started. 


Other  Contract 
Administration 
Deficiencies 


Program  officers  are  the  eyes  and  ears  of  the  contracting  officer.  They 
are  required  to  monitor  the  technical  progress  of  the  contractor  and 
when  a  problem  arises  notify  the  contracting  officer,  who  can  enforce 
the  contract  provisions. 

We  found  18  contracts  at  the  five  agencies  that  were  affected  by  general 
deficiencies  in  program  offices’  contract  monitoring,  communications 
with  the  contracting  officers,  and  loss  of  continuity  in  contract  monitor¬ 
ing  because  of  staff  turnover.  For  example: 

An  niehs  program  officer  monitoring  a  chemical  testing  contract  did  not 
notify  the  contracting  officer  about  the  contractor’s  late  delivery  of 
reports  as  he  was  required  to  do.  The  program  officer  told  us  that  he 
thought  he  could  do  a  better  job  enforcing  the  contract  provisions.  The 
late  reports  caused  delays  of  5  and  6  months  in  other  chemical  studies. 
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•  A  hud  program  officer  monitoring  a  computer  service  contract  told  the 
contractor  to  terminate  work  on  a  contract  task  because  of  the  contrac¬ 
tor’s  performance  problems.  However,  the  contracting  officer  was  not 
notified  and  did  not  have  an  opportunity  to  enforce  the  contract. 

•  Education  awarded  a  contract  for  $6.4  million  to  study  high  school  stu¬ 
dents’  experiences  after  graduation.  During  contract  performance,  the 
program  officer  realized  that  his  funds  to  complete  the  contract  were 
short  by  $561,670.  He  found  that  the  shortage  occurred  because  items 
that  were  no  longer  needed  had  not  been  deleted  from  the  contract  and 
the  contractor  had  incurred  the  costs  for  the  items.  The  program  officer 
believes  that  this  happened  because  the  paperwork  was  not  initiated 
because  of  staff  turnover  in  the  program  and  contracting  offices.  As  a 
result,  needed  items  were  deleted  from  the  contract  to  cover  the 
shortage  in  funds. 

•  A  cdc  program  officer  monitoring  a  data  collection  contract  told  us  that 
he  was  the  second  or  third  program  officer  assigned  to  monitor  the  con¬ 
tract.  He  explained  that  personnel  turnover  affected  his  contract  moni¬ 
toring  because  his  predecessors  did  not  keep  good  records  on  contractor 
performance. 


Conclusions 


Increases  in  contract  costs  and  time  and  items  not  delivered  were 
affected  by  program  officers’  delaying  contractors’  performance  and 
exceeding  their  authority,  as  well  as  by  general  deficiencies  in  contract 
monitoring.  These  actions  demonstrate  a  breakdown  of  existing  controls 
within  the  procurement  process. 


The  contracting  office,  through  its  contracting  officers,  is  responsible 
for  (1)  ensuring  performance  of  all  necessary  actions  for  effective  con¬ 
tracting,  (2)  ensuring  compliance  with  the  terms  of  the  contract,  and  (3) 
safeguarding  the  interests  of  the  United  States  in  its  contractual 
relationships. 

Twenty-six  contracts  had  deficiencies  in  contract  administration  caused 
by  contracting  officers.  This  included  extending  service  contracts 
beyond  their  original  completion  dates  due  to  inadequate  planning  for 
competitive  replacement  contracts,  modifying  expired  contracts,  and 
poor  contract  monitoring. 


Contracting  Office 

Contract 

Administration 
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Time  extensions  granted  on  service  contracts  that  were  originally  writ¬ 
ten  to  cover  a  specified  period  of  time  frequently  constitute  improper 
sole-source  awards.  Improper  sole-source  contract  extensions  occur 
when  an  agency  fails  to  plan  adequately  for  a  successor  contract  and 
must  modify  the  existing  contract.  Sole-source  contract  extensions  based 
on  a  lack  of  advance  planning  are  prohibited  by  the  Federal  Acquisition 
Regulation.  Additionally,  in  our  bid  protest  decisions  we  have  decided 
that  sole-source  contract  extensions  are  improper  when  they  result  from 
a  lack  of  advance  planning. 

We  found  improper  sole-source  contract  extensions  on  10  contracts  at 
cdc,  Education,  hud,  and  niehs  because  advance  planning  was  not  done 
by  the  program  and  contracting  offices  for  the  award  of  a  competitive 
successor  contract.  Each  of  these  contracts  had  services  procured  for  2- 
to  5-year  periods,  which  should  have  provided  adequate  time  for  the 
planning  of  a  replacement  contract.  Under  these  conditions,  the  contract 
extensions  were  improper  sole-source  extensions.  For  example: 

•  Education  competitively  awarded  a  contract  for  support  services  to  the 
Pell  Grant  Program  with  an  original  contract  period  of  3  years,  including 
two  1-year  option  periods,  and  an  original  cost  of  $3.6  million.  While  the 
successor  contract  was  planned  as  a  competitive  one,  the  program  office 
was  still  working  on  the  successor  contract’s  specification  with  less  than 
2  months  remaining  on  the  contract.  As  a  result,  Education  needed  to 
extend  the  contract  for  6  months  and  to  increase  the  cost  by  $475,000  to 
provide  time  to  award  the  replacement  contract. 

•  hud  awarded  a  competitive  contract  for  financial  services  for  5  years, 
which  included  three  1-year  option  periods,  for  $6  million.  The  agency 
extended  the  contract  an  additional  year  for  $2  million  because  the  pro¬ 
gram  office  did  not  provide  the  contracting  office  with  adequate  time  to 
award  the  replacement  contract. 

•  cdc  awarded  a  contract  for  the  analysis  of  chemicals  for  a  3-year  period 
with  an  original  cost  estimate  of  $3.7  million.  The  contract  was  extended 
by  about  6  months,  with  a  cost  increase  of  $362,519,  to  permit  the 
award  of  a  new  competitive  contract. 

During  our  review,  we  found  that  Education  and  hud  recently  initiated 
management  information  systems  to  help  prevent  these  sole-source  mod¬ 
ifications.  The  systems  identify  contracts  that  need  replacement  so  that 
there  is  adequate  time  available  for  the  award  of  a  new  contract.  We 
believe  that  using  such  systems  will  reduce  the  number  of  these 
improper  modifications. 
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In  a  bid  protest  decision,  gao  determined  that  once  a  contract  expires, 
the  contractual  relationship  that  existed  is  terminated  and  the  issuance 
of  a  modification  attempting  to  revive  the  expired  contract  is  a  new  pro¬ 
curement  without  competition.  The  issuance  of  contract  extensions  to 
expired  contracts  can  result  in  improper  sole-source  extensions  or  in 
renegotiation  of  the  previously  covered  contractual  items. 

We  found  that  21  contracts  were  modified  after  the  contracts  had 
expired.  The  following  are  examples  of  modifying  expired  contracts: 

Education  awarded  a  contract  for  automated  data  processing  support 
services  for  a  5-year  period,  including  five  option  periods,  with  an  origi¬ 
nal  cost  estimate  of  $18.2  million.  When  the  agency  exercised  its  first 
option  period,  the  contractor  submitted  a  claim  for  additional  contract 
costs  because,  it  claimed,  the  option  was  not  exercised  in  accordance 
with  the  contract  terms.  As  a  result,  the  contract  had  expired.  Education 
and  the  contractor  settled  the  claim  by  increasing  the  contract  cost  by 
$2.6  million.  As  part  of  the  settlement,  the  contractor  agreed  to  a  plan 
for  improved  contract  performance. 

hud  awarded  a  contract  for  the  lease  of  computer  equipment  for  $2.4 
million.  The  contract  expired  nine  different  times  and  hud  modified  and 
extended  the  expired  contract  nine  times. 

niehs  awarded  a  chemical  testing  contract  for  $4.8  million.  The  contract 
expired  10  different  times  and  niehs  modified  and/or  extended  the 
expired  contract  10  times. 


Deficiencies  in  the  contracting  offices’  monitoring  affected  1 1  contracts 
at  hud,  Education,  and  doe.  These  included  contracts  in  which  the  con¬ 
tracting  officers  were  not  enforcing  contract  provisions  or  updating  con¬ 
tract  documents.  The  following  are  some  results  of  poor  contract 
monitoring: 

A  hud  contracting  officer  responsible  for  a  contract  to  lease  computer 
systems  worth  $2.4  million  was  required  to  delete  the  contract’s  original 
delivery  dates  after  the  agency  caused  a  delay.  The  modification  delet¬ 
ing  the  delivery  dates  advised  the  contractor  that  a  revised  schedule  for 
installations  was  forthcoming.  However,  no  future  modifications  con¬ 
tained  the  revised  completion  dates.  As  a  result,  the  contract  document 
did  not  contain  performance  criteria  needed  to  determine  contractor 
compliance. 
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•  An  Education  contract  to  distribute  books  to  children  covered  a  5-year 
period  at  $31.9  million  and  contained  a  special  requirement  for  the  con¬ 
tractor  to  complete  all  subcontracts  by  the  end  of  the  contract  period 
because  the  subcontracts  were  not  completed  by  the  end  of  the  prior 
contract.  However,  Education  did  not  monitor  the  contractor’s  compli¬ 
ance  with  this  special  provision.  As  a  result,  the  contractor  had  the 
same  problem  with  completing  its  subcontracts  as  it  had  on  its  earlier 
contract,  and  the  contract  was  extended  for  2  years  to  allow  the  con¬ 
tractor  to  complete  the  subcontracts. 

•  A  doe  contracting  officer  responsible  for  a  contract  involving  energy 
storage  systems  worth  $8  million  allowed  the  contractor  to  submit  con¬ 
tract  reports  that  were  from  12  to  30  months  late.  The  contracting 
officer  told  us  that  there  was  an  informal  agreement  between  the  pro¬ 
gram  officer  and  the  contractor  for  late  delivery  of  the  items.  The  con¬ 
tracting  officer  explained  that  if  the  program  officer  does  not  have  an 
urgent  need  for  a  contract  report,  he  does  not  get  upset  about  late 
deliveries. 


Conclusions 


Although  contracting  officers  are  responsible  for  ensuring  efficient  con¬ 
tracting  practices,  we  found  that  they  were  modifying  contracts  because 
of  a  lack  of  advance  planning  for  competitive  replacement  contracts. 
Additionally,  there  were  deficiencies  in  contracting  officer  oversight, 
such  as  (1)  improperly  extended  contracts,  (2)  modified  expired  con¬ 
tracts,  and  (3)  poor  contract  monitoring. 


Contractor 

Deficiencies 


On  27  contracts,  the  contractor  contributed  to  the  deficiencies.  These 
deficiencies  affected  contract  costs,  time,  or  the  completion  of  contract 
items.  The  contractor  deficiencies  involved  an  inability  to  perform,  over¬ 
all  contract  management,  and  personnel  management.  For  example: 

cdc  awarded  a  contract  for  the  Nation’s  stockpile  of  Diphtheria  and  Tet¬ 
anus  Toxoid  with  Pertussis  (dtp)  vaccine  that  required  the  contractor  to 
stockpile  3.96  million  doses  of  dtp  by  January  31, 1986,  at  a  total  price 
of  $3.3  million.  As  of  August  1988,  more  than  30  months  after  the 
required  contract  delivery  date,  the  contractor  had  supplied  65  percent 
of  the  required  amount.  For  most  of  the  30  months,  the  contractor  had 
supplied  less  than  29  percent  of  the  required  amount.  Although  cdc 
closely  monitored  the  contract,  the  contractor  was  unable  to  complete  its 
obligation,  and  the  Nation  did  not  acquire  its  required  stockpile  for  over 
2  years. 
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•  hud  awarded  a  contract  for  a  telecommunications  network  for  its  offices 
in  the  50  states,  the  District  of  Columbia,  and  Puerto  Rico  for  $41.6  mil¬ 
lion.  The  contract  required  the  contractor  to  complete  network  installa¬ 
tions  at  102  hud  facilities  by  May  1981.  However,  the  installations  were 
not  completed  until  about  the  middle  of  1983.  As  a  result,  hud  was 
unable  to  use  the  service  for  a  2-year  period.  Although  hud  closely  moni¬ 
tored  the  contract  and  began  the  process  of  terminating  it  for  default, 
the  contractor  still  was  unable  to  perform  for  the  2-year  period.  We 
believe  that  the  assignment  of  inexperienced  contractor  staff  contrib¬ 
uted  to  the  late  delivery. 

•  An  niehs  chemical  testing  contractor  working  on  a  contract  worth  $2.3 
million  was  late  in  submitting  its  test  reports  because  it  had  difficulty  in 
adding  to  its  report  writing  staff  and  because  it  had  personnel  produc¬ 
tivity  problems. 

•  A  doe  contractor,  constructing  an  electronics  facility  building  for  $5.3 
million,  incorrectly  installed  a  heating  unit  that  caused  the  unit  to  use  a 
lot  of  energy  and  a  cooling  system  that  made  the  building  too  hot  for  the 
occupants  for  its  first  10  months. 

•  An  Education  contractor  providing  data  processing  services  for  $18.2 
million  caused  serious  defects  in  Education’s  financial  reporting  because 
it  had  assigned  inexperienced  staff  to  do  the  work  and  had  a  high  rate  of 
staff  turnover. 
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Our  review  of  87  large  civilian  agency  contracts  disclosed  that  basic 
internal  controls,  such  as  assigning  a  program  officer  who  reports  to  the 
contracting  officer,  were  met.  Nevertheless,  we  regularly  identified 
weaknesses  that  occurred  in  contract  administration.  Recent  contract 
dispute  decisions  and  the  findings  contained  in  our  16  prior  reports  and 
congressional  testimony  on  civilian  agency  contract  administration  con¬ 
firmed  that  the  deficiencies  we  identified  were  widespread.  The  govern¬ 
ment  contracting  deficiencies  we  identified  are  the  responsibility  of  the 
program  offices  and  the  contracting  offices. 

We  identified  the  following  deficiencies  that  are  the  responsibility  of 
program  offices: 

•  poor  planning  of  the  contract  requirement, 

•  poor  development  of  specifications  and  statements  of  work, 

•  delays  to  contractors  because  required  items  or  information  were  defec¬ 
tive  or  not  furnished, 

•  program  officers  not  notifying  contracting  officers  about  problems  with 
their  contractors, 

•  program  officers  not  monitoring  contractor  performance,  and 

•  program  officers  exceeding  their  authority. 

Deficiencies  and  weaknesses  that  are  the  responsibility  of  contracting 
offices  include 

•  overusing  the  cpff  contract  for  repetitive  requirements, 

•  extending  contracts  beyond  their  original  completion  dates  due  to  a  lack 
of  advance  procurement  planning  for  competitive  replacement  con¬ 
tracts,  and 

•  modifying  expired  contracts. 

We  found  that  agency  procedures  governing  contracting  practices  con¬ 
tained  appropriate  internal  controls.  The  contracting  deficiencies  that 
we  identified  generally  resulted  from  people  failing  to  coordinate  or  to 
properly  carry  out  their  responsibilities,  rather  than  from  a  need  for 
additional  rules  and  regulations  governing  what  should  be  done  when 
writing  or  administering  contracts.  The  deficiencies  resulted  in  addi¬ 
tional  costs  and  delays  to  the  government,  but  often  it  was  not  possible 
to  quantify  the  effect  of  an  item  not  being  received  by  the  contract 
delivery  date.  In  general,  the  late  receipt  of  items  hindered  the  agencies 
in  accomplishing  their  missions. 
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Conclusions 


Recommendations 


We  believe  that  the  (1)  frequency  of  deficiencies  in  the  87  contracts 
reviewed,  (2)  identification  of  similar  deficiencies  across  departmental 
lines,  (3)  reporting  of  similar  deficiencies  in  our  other  reports,  (4)  deci¬ 
sions  of  boards  of  contract  appeals  against  civilian  agencies  for  similar 
deficiencies,  and  (5)  magnitude  of  civilian  agency  procurement  collec¬ 
tively  demonstrate  that  a  concerted  effort  by  the  Office  of  Federal  Pro¬ 
curement  Policy  and  civilian  agency  heads  is  needed  to  improve 
contracting  and  contract  administration.  While  additional  rules  and  reg¬ 
ulations  are  not  required,  we  further  believe  that  the  deficiencies  identi¬ 
fied  will  continue  to  occur  unless  specific  action  is  taken  to  strengthen 
civilian  agency  contracting  practices. 


We  recommend  that  the  Administrator,  ofpp,  encourage  civilian  agencies 
to  strengthen  their  contracting  practices.  Specifically,  we  recommend 
that  ofpp  work  together  with  the  heads  of  civilian  agencies  and  initiate  a 
concerted  effort  to  improve  civilian  agency  contracting  and  contract 
administration.  To  this  end,  we  recommend  that  ofpp  issue  guidance 
addressing  the  deficiencies  identified  in  this  report  and  see  that  the 
guidance  is  carried  out.  Weaknesses  that  should  be  addressed  by  this 
effort  include 

•  planning  contracts, 

•  writing  specifications  and  statements  of  work, 

•  using  cost-plus-fixed-fee  contracts  for  repetitive  requirements, 

•  hindering  contractor  performance  by  failing  to  comply  with  contract 
terms, 

•  exceeding  authority  when  program  officers  direct  contractors  to  do 
work  not  covered  by  the  contract, 

•  extending  contract  completion  dates  because  of  poor  planning  for 
replacement  contracts, 

-  modifying  contracts  that  have  expired,  and 

•  monitoring  contracts  and  communication  between  program  and  con¬ 
tracting  officers. 
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Code 

Agency  number 

Start  date 

Original 

completion 

date 

Current 

completion 

date 

Original 

cost 

Current 

cost 

Status' 

HUD  1 

6/14/82 

7/14/85 

2/29/88 

$4,105,441 

$31,798,153 

2 

2 

7/24/78 

7/23/82 

1/1/86 

5,753,192 

7,825,121 

1 

3 

7/3/80 

6/2/88 

6/2/88 

41,604,733 

39,812,507 

4 

4 

9/30/82 

9/29/87 

9/29/88 

13,547,105 

12,175,000 

2 

5 

1/20/76 

1/19/81 

7/27/83 

b 

27,924,554 

1 

6 

10/1/85 

9/30/88 

9/30/88 

5,726,556 

7,375,497 

4 

7 

9/29/82 

9/28/87 

9/28/88 

6,063,931 

10,162,033 

2 

8 

10/20/83 

10/19/86 

10/19/86 

3,800,353 

4,170,353 

1 

9 

1/1/83 

12/31/87 

12/31/88 

10,000,000 

17,247,956 

2 

10 

10/1/85 

9/30/88 

9/30/88 

5,720,461 

7,576,326 

4 

11 

4/1/82 

3/31/85 

9/30/85 

5,325,723 

6,517,302 

1 

12 

11/28/84 

11/27/87 

11/27/87 

7,025,887 

8,676,405 

1 

13 

9/18/79 

3/31/83 

3/31/83 

5,752,582 

3,603,877 

1 

14 

2/11/80 

8/10/87 

9/30/88 

32,199,057 

42,016,607 

2 

15 

6/22/83 

6/21/86 

12/1/86 

2,931,358 

5,258,897 

1 

16 

11/22/83 

11/21/85 

9/30/88 

4,145,056 

4,965,056 

2 

17 

8/28/85 

8/27/89 

8/27/89 

3,581,653 

3,992,265 

4 

18 

12/7/83 

12/6/85 

4/30/88 

2,438,585 

3,076,060 

1 

EDUCATION  19 

10/1/82 

9/30/87 

9/30/89 

b 

31,897,644 

2 

20 

7/1/83 

10/1/87 

3/15/88 

28,974,579 

30,568,514 

2 

21 

12/1/82 

2,987,000 

5,099,301 

1 

22 

9/30/85 

3/31/86 

6,673,796 

7,786,351 

1 

23 

1/27/84 

6/30/87 

223 

12,489,927 

12,026,676 

1 

24 

12/7/83 

9/30/87 

HESS2H 

22,793,929 

36,337,204 

1 

25 

12/1/82 

11/30/84 

HQfUSI 

4,667,008 

7,072,592 

1 

26 

7/1/83 

6/30/88 

18,201,310 

22,406,075 

1 

27 

7/1/84 

11/30/87 

7/30/88 

6,400,009 

5,590,368 

1 

28 

12/1/85 

11/30/90 

14,790,000 

15,590,520 

4 

29 

12/16/83 

12/15/86 

6/30/87 

3,556,980 

5,190,658 

1 

30 

12/1/82 

11/30/84 

11/30/85 

3,497,203 

5,245,788 

1 

31 

10/1/85 

9/30/88 

b 

15,490,256 

2 

32 

9/30/83 

9/29/88 

1/31/89 

7,681,534 

7,597,659 

2 

33 

12/1/85 

11/30/90 

11/30/90 

11,665,000 

12,408,780 

4 

34 

9/19/84 

8/18/86 

8/29/86 

4,675,202 

5,743,073 

1 

35 

12/1/85 

11/30/90 

11/30/90 

12,281,003 

13,117,850 

4 

36 

6/1/83 

5/31/87 

9/30/87 

2,800,017 

3,949,780 

1 

37 

12/15/82 

12/14/87 

1/20/88 

4,989,243 

5,162,869 

1 

38 

1/12/84 

7/17/86 

8/21/87 

4,382,794 

4,497,794 

1 

(continued) 
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Agency 

Code 

number 

Start  date 

Original 

completion 

date 

Current 

completion 

date 

Original 

cost 

Current 

cost 

Status* 

DOE 

39 

6/24/85 

9/30/87 

6/30/89 

$7,030,852 

$15,492,965 

2 

40 

2/14/77 

11/1/83 

6/30/91 

22,932,952 

57,674,902 

2 

41 

3/14/77 

12/30/83 

3/31/93 

20,657,842 

51 ,086,683 

2 

42 

b 

b 

b 

b 

8,008,624 

1 

43 

4/1/58 

1/31/59 

12/31/88 

1 ,400,000 

301 ,942,598 

2 

44 

9/30/83 

9/30/89 

9/30/89 

b 

89,313,338 

4 

45 

11/15/52 

11/14/56 

12/31/88 

3,309,100 

70,656,025 

2 

46 

8/1/75 

6/30/78 

9/30/81 

4,527,100 

12,743,589 

1 

47 

11/21/75 

4/30/77 

11/30/84 

1,486,455 

8,289,450 

1 

48 

10/1/78 

9/30/83 

4/30/89 

37,433,123 

67,898,338 

2 

49 

3/1/80 

9/30/80 

12/31/89 

1 ,400,000 

21 ,675,000 

2 

50 

4/16/84 

4/1/86 

5/23/88 

5,278,000 

6,760,851 

1 

HHS/CDC 

51 

6/28/84 

6/27/87 

12/18/87 

3,713,728 

3,592,705 

1 

52 

2/1/86 

200,087 

208,667 

4 

53 

6/27/85 

3,298,680 

3,298,680 

4 

54 

6/27/85 

9/30/88 

559,036 

559,036 

4 

55 

9/23/83 

11/9/87 

1,271,297 

2,662,140 

2 

56 

8/1/84 

11/30/87 

10/30/87 

7,505,000 

8,135,596 

3 

57 

11/29/84 

2/29/88 

10/30/87 

35,892,498 

3 

58 

10/22/84 

2,370,360 

2,370,360 

2 

59 

1/1/84 

KUMISS 

BTTPri 

3,920,102 

4,249,508 

4 

60 

9/30/83 

1,174,590 

1,174,590 

2 

61 

6/29/88 

WX'TP'i 

826,074 

1 ,494,404 

4 

62 

11/19/84 

6/18/89 

6/18/89 

736,535 

1,181,389 

4 

63 

11/13/85 

11/14/87 

6/15/88 

21 ,459,000 

23,895,843 

2 

64 

10/1/84 

9/30/88 

9/30/88 

2,456,916 

2,511,529 

4 

65 

9/12/84 

3/11/86 

5/12/88 

1,063,893 

1 ,078,859 

1 

66 

3/26/85 

9/30/89 

9/30/89 

951 ,969 

967,053 

4 

67 

9/30/84 

9/29/87 

9/29/87 

1,475,669 

1,475,669 

1 

(continued) 
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Agency 

Code 

number 

Start  date 

Original 

completion 

date 

Current 

completion 

date 

Original 

cost 

Current 

cost 

Status" 

HHS/NIEHS 

68 

9/30/79 

9/29/84 

8/31/85 

7,784,150 

1 1 ,208,774 

1 

69 

1/1/82 

12/31/84 

1/31/87 

3,002,490 

4,420,889 

1 

70 

6/30/80 

6/30/86 

12/2/87 

2,770,620 

3,556,355 

1 

71 

9/30/78 

9/29/83 

8/31/87 

3,011,284 

4,923,202 

1 

72 

C  '31/82 

5/30/86 

7/31/88 

2,347,341 

3,232,750 

2 

73 

9/30/80 

8/30/85 

7/31/88 

1,920,519 

3,252,907 

2 

74 

9/30/84 

11/15/89 

11/15/89 

16,329,318 

16,414,756 

4 

75 

9/30/84 

11/15/89 

11/15/89 

8,217,533 

8,217,533 

4 

76 

9/30/82 

9/29/85 

9/29/88 

1 ,547,645 

4,590,215 

2 

77 

9/30/84 

11/15/89 

11/15/89 

12,920,480 

12,864,853 

,  4 

78 

6/30/85 

3/31/89 

12/31/89 

4,303,067 

5,176,272 

4 

79 

3/15/83 

8/31/85 

8/1/88 

4,765,562 

6,557,714 

2 

80 

9/27/84 

11/26/89 

11/26/89 

5,319,644 

5,319,644 

4 

81 

9/30/84 

9/29/89 

9/29/89 

$4,066,708 

$4,269,506 

4 

82 

6/30/84 

6/29/89 

10/31/88 

4,052,230 

3,867,070 

4 

83 

9/29/83 

9/28/88 

12/31/88 

3,670,271 

3,656,781 

4 

84 

6/30/75 

6/29/79 

6/30/83 

1,895,354 

3,050,283 

1 

85 

9/16/84 

11/15/89 

11/15/89 

3,234,566 

3,609,378 

4 

86 

7/31/80 

7/30/84 

9/30/88 

1,602,900 

3,025,564 

2 

87 

11/1/85 

1/31/89 

1/31/89 

6,096,335 

7,556,606 

4 

$1,421,901,034 

aGuide  to  contract  status  codes: 

1  “Contractor  had  finished  work,  and  the  contract  was  awaiting  final  settlement 
2=Contractor  was  working,  and  the  original  completion  date  had  passed 
3=Contract  was  terminated  for  the  government's  convenience,  before  the  work  was  finished 
4=Contractor  was  working,  and  the  original  completion  date  had  not  arrived 

hData  were  not  available  to  accurately  determine  values  for  these  items 
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Major  Contributors  to  This  Report 


General  Government 
Division,  Washington, 
D.C. 

William  F.  Engel,  Assistant  Director,  Government 

Business  Operations  Issues 

Robert  M.  Antonio,  Evaluator-in-Charge 

Carolyn  S.  Ikeda,  Site  Senior 

Abraham  L.  Logan,  Evaluator 

Scott  J.  Mallon,  Evaluator 

Atlanta  Regional 

Office 

Jerry  W.  Coffey,  Regional  Assignment  Manager 

Clyde  E.  James,  Site  Senior 

Ann  M.  Cronin,  Evaluator 

Beverly  J.  Brooks,  Evaluator 

Deborah  R.  Baker,  Evaluator 

Chicago  Regional 
Office 

Melvin  J.  Koenigs,  Regional  Assignment  Manager 

Alexander  G.  Lawrence,  Site  Senior 

Jo  Ann  D.  Bufford,  Evaluator 

Rosa  M.  Torres-Lerma,  Evaluator 

Norfolk  Regional 

Office 

James  G.  Bishop,  Regional  Assignment  Manager 

Hamilton  C.  Greene,  Site  Senior 

William  J.  Mcshea  Jr.,  Evaluator 
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Related  GAO  Products 


Sound  Contract  Management  Needed  at  the  Environmental  Protection 
Agency  (gao/t-rced-89-8,  Feb.  23, 1989).  Deficiencies  noted  in  this  testi¬ 
mony  included  the  agency’s  inadequate  contract  monitoring  and  its 
rewarding  of  inadequate  contractor  performance. 

The  Environmental  Protection  Agency’s  Use  of  Consultants  (gao/t- 
ggd-89-6,  Feb.  3, 1989).  Deficiencies  noted  in  this  testimony  included  the 
lack  of  receipt  or  questionable  value  of  contract  products  and  agency 
contract  management  weaknesses. 

Superfund  Contracts:  EPA  Needs  to  Control  Contractor  Costs  (gao/ 
rced-88-182,  July  29, 1988).  Deficiencies  noted  in  this  report  included 
inadequate  monitoring  of  costs  by  the  program  office  and  inadequate 
contractor  performance. 

Energy  Management:  doe  Controls  Over  Contractor  Expenditures  Need 
Strengthening  (gaO/rced-87-166,  Aug.  28, 1987).  The  deficiency  noted  in 
this  report  was  the  department’s  lack  of  control  over  its  contractors’ 
procurement  activities. 

GSA  Procurement:  Quality  Assurance  for  Common-Use  Items  Should  Be 
Improved  <gao/ggd-87-65,  June  29, 1987).  A  deficiency  noted  in  this 
report  included  GSA  contracting  officers  not  monitoring  the  contractors’ 
replacement  of  defective  items  under  the  contracts. 

Contracts:  Status  of  EPA’s  Contract  Management  Improvement  Program 
(g AO/RCEDS7 -68fs ,  Jan.  12, 1987).  In  response  to  our  report  (see  gao/ 
rced-85-12  described  below),  EPA  has  implemented  changes,  including  (1) 
increasing  the  contracting  office  staff  for  contract  administration,  (2) 
increasing  training  for  contract  administration  staff  in  the  contracting 
office,  and  (3)  requiring  notification  and  approval  before  reassignment 
of  project  officers  to  ensure  continuity  of  project  officers  assigned  to 
contracts. 

The  Environmental  Protection  Agency  Should  Better  Manage  Its  Use  Of 
Contractors  (GAO/RCEM5-1 2,  Jan.  4, 1985).  Deficiencies  noted  in  this 
report  included  a  failure  to  prepare  detailed  statements  of  work,  which 
caused  problems  in  evaluating  the  contractors’  work;  inadequate  con¬ 
tract  monitoring  by  both  the  contracting  and  program  offices;  and  pro¬ 
gram  officers  directing  contractors  to  do  work  outside  the  scope  of  the 
contract. 
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Social  Security  Administration’s  Data  Communications  Contracts  With 
Paradyne  Corporation  Demonstrate  the  Need  for  Improved  Management 
Controls  (GAO/imtec-84-15,  July  9, 1984).  Deficiencies  noted  in  this  report 
included  an  inadequate  specification  and  inadequate  testing  of 
equipment. 

Corrective  Actions  Taken  Or  In  Process  To  Reduce  Job  Corps’  Vulnera¬ 
bility  To  Improper  Use  of  Contracting  Authority  (gao/hrd-83-66,  July  15, 
1983).  The  contract  deficiency  discussed  in  this  report  on  the  Depart¬ 
ment  of  Labor  was  the  modification  of  existing  contracts  to  avoid 
competition. 

Award  And  Administration  Of  Contracts  To  Recruitment  And  Training 
Program,  Inc.,  During  Fiscal  Years  1978-1981  (GAO/hrd-82-125,  Sept.  29, 
1982).  Deficiencies  noted  in  this  report  on  the  Department  of  Labor 
included  insufficient  documentation  for  evaluation  of  contractor 
performance. 

Job  Corps  Should  Stop  Using  Prohibited  Contracting  Practices  and 
Recover  Improper  Fee  Payments  (gao/hrd-82-93,  July  2, 1982).  Deficien¬ 
cies  noted  in  this  report  on  the  Department  of  Labor  included  (1)  the  use 
of  the  prohibited  cost-plus-a-percentage-of-cost  system  method  of  con¬ 
tracting  because  of  improper  contract  modifications  and  (2)  inadequate 
training  of  contracting  office  staff. 

Flaws  In  Contractor  Support  for  the  Department  of  Labor’s  Black  Lung 
Program  (plrd-82-43,  Apr.  2, 1982).  Deficiencies  noted  in  this  report 
include  inadequate  communication  between  the  contracting  and  pro¬ 
gram  offices,  which  resulted  in  a  failure  to  exercise  an  option  on  time 
and  no  standards  to  measure  performance. 

EPA’s  Use  Of  Management  Support  Services  (ced-82-36,  Mar.  9, 1982). 
Deficiencies  noted  in  this  report  included  contract  modifications  that 
added  contract  work  beyond  the  original  scope  and  resulted  in  increased 
costs  and  time  extensions,  inadequate  contract  monitoring  by  the  pro¬ 
gram  office,  products  not  received  or  of  questionable  value,  and  poor 
evaluation  of  contractor  performance. 

VA  Needs  To  Improve  Its  Quality  Assurance  Program  For  Medical  Sup¬ 
ply  and  Equipment  Items  (plrd-82-44,  Feb.  23, 1982).  Deficiencies  noted 
in  this  report  included  (1)  contract  items  not  tested  to  determine  their 
compliance  with  contract  requirements  and  (2)  unclear  specifications. 
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Still  No  Progress  In  Implementing  Controls  Over  Contracts  and  Grants 
With  Indians  (ced-81-122,  September  10, 1981).  This  report  on  the  Depart¬ 
ment  of  the  Interior  noted  such  weaknesses  as  inadequate  contract  crite¬ 
ria  for  measuring  the  contractor’s  performance,  contract  modifications 
that  increased  the  contract  amount  without  an  increase  in  services,  and 
poor  contract  monitoring  by  program  officers. 

Improvements  Needed  in  Managing  Federal  Coal  Mapping  Contracts 
(emd-81-38,  May  7, 1981).  This  report  on  the  Department  of  the  Interior 
noted  such  deficiencies  as  unclear  specifications,  improper  modifications 
that  added  work  beyond  the  original  contract  scope,  program  officers 
exceeding  their  authority  by  directing  the  contractor  to  do  work  beyond 
the  original  scope,  and  no  measurable  contract  criteria  to  use  for  evalu¬ 
ating  performance. 

Stronger  Controls  Needed  Over  Federal  Agency  Contracting  For  Moving 
And  Labor  Services  (psad-80-76,  Sept.  29, 1980).  This  report  on  the 
Departments  of  Energy,  Labor,  Transportation,  Agriculture,  the  Interior, 
and  Justice;  the  Environmental  Protection  Agency;  the  National  Science 
Foundation;  and  the  General  Services  Administration  noted  such  defi¬ 
ciencies  as  inadequate  contract  monitoring  and  work  authorized  beyond 
the  scope  of  the  original  contract. 

Controls  Over  Consulting  Service  Contracts  At  Federal  Agencies  Need 
Tightening  (psad-80-36,  Mar.  20, 1980).  This  report  on  the  Departments  of 
Commerce,  Energy,  Housing  and  Urban  Development,  Labor,  Transpor¬ 
tation,  and  the  Office  of  Education  noted  deficiencies  including  the 
improper  use  of  contract  modifications  to  avoid  competition. 
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